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BENIN: KEY ECONOMIC INDICATORS 


(All values in millions of US Dollars unless otherwise indicated and computed at 
exchange rate values listed below for each year) 


Total: 43,483 square miles 
Population: 3,604,000 
Annual Percentage Growth of Population: 2.6 
Per Capita Income: $310 
1981/82 
INCOME AND PRODUCTION 1980 1981 1982 % Change (a) 


Gross Domestic Product (GDP) 1,162.38 1,107.79 1,061.05 
Primary Sector 461.19 428.00 417.60 
Secondary Sector 113.25 126.49 123.30 
Tertiary Sector 482.58 441.43 416.99 
Consumption 468.53 368.38 304.60 
Invest iment 100.33 87.96 98.59 
Annual Growth Rate 9.7 6.6 4.0 
(% change: real) 


MONEY AND PRICES 


Money Supply 
Domestic Credit 


Consumer Price Index 
(annual % change) 


BALANCE OF PAYMENTS AND TRADE 


Net Foreign Assets (b) -35. 24.29 
External Public Debt 440. 723.8 
(disbursed and undisbursed) 
Debt Service Ratio be 4.5 
Balance of Payments (current) -131. -149.05 
(overall) -l. 56.67 
Balance of Trade -198. -206.09 
Exports 274. 356.97 
US Share less than .50 ot 
Imports 473.26 563.06 
US Share 14.87 11.26 


(a) Calculated from franc CFA figures to avoid distortion of varying exchange rates 

(b) Net of medium and long term external borrowing by deposit money banks and SDR 
counterparts 

(c) Calculated from dollar figures 


Exchange rates: CFA = US $1: 1980: 211.30, 1981: 271.73, 1982: 328.62 
1983 (Jan-Jul): 388.98 


Sources: Beninese Government, World Bank, IMF and US Embassy figures and estimates 





SUMMARY AND INTRODUCTION 


Benin's economic development depends in large measure on the 
economic health of its West African neighbors, Niger and Nigeria. 
With the world energy market not reflecting in 1982-83 much demand 
for the former's uranium and the latter's petroleum, commerce in 
Benin, the second largest (21.0 percent) contributor to gross 
domestic product, has stagnated and with it the economy. The real 
annual growth rate for 1983 is estimated at 2.0 percent--down from 
1981's 6.6 percent and last year's 4.0 percent figure. These trends 
are not simply Benin's problems but the region's as well. Official 
Beninese efforts to implement positive reforms concentrate an 
increased emphasis on agricultural production, structural reform, and 
rationalization of public enterprises in industry, and a reversal of 
the country's former hostile approach to foreign investment as 
reflected in the New Investment Code of 1982. 


The central government's operational budget stands at 60.6 billion 
CFA (approximately $155.8 million) for 1983, a 26.5 percent increase 
over the previous year's. Personnel costs represent 70.7 percent of 
all spending, the rest is on materials. Of the total amount, 
general administration, followed by education and defense, receive 
the largest allocations. The revenue that covers this spending is 
derived principally from direct and indirect taxes, customs duties, 
and import/export taxation. Diminished border trade will hurt 
collections this year and force the government either to increase 
its debt or reduce expenditures. 


Benin's balance of payments figures reveal a second concern. After 
being in overall surplus in 1981, reduced external borrowing, rising 
imports,and a weak export performance created a new condition. The 
estimated deficit for 1982 is -17.7 billion CFA (approximately $53.9 
Million). Mid-1980's payments of principal and interest on loans of 
prior years to help finance four major investment projects--Cotonou's 
port expansion, Seme's oil project, Save's sugar refinery, and 
Onigbolo's cement factory--present additional problems for finance 
officials. These are compounded by the stronger dollar; which stood 


at 402.02 CFA = $1.00 in August 1983, a 22.3 percent increase over 
the 1982 average. 


Agricultural production in recent years varied from poor to modest. 
Nevertheless, official Beninese estimates project high returns for 
1982-83 for both the tuber crops (yams, cassava) and cereals (corn, 
millet-sorghum and rice). Industrial crop output (peanuts, oil palm 
and cotton) receives the same optimistic forecast. To reach these 
figures, however, Benin must overcome prevailing problems of erratic 





rainfall, an inadequate infrastructure, and public enterprises 
undergoing structural reform. 


Benin's industrial sector is small. It is responsible for only 
one-tenth of GDP, employing but 9.0 percent of all salaried 

workers. Oils and fats, beverages, and textiles compose the bulk of 
all production. With the previously mentioned large investment 
projects underway, hopes are for Beninese industry to grow, based on 
successes in industrial crop production, the Marxist-Leninist 
regime's new emphasis in its economic policy. 


Traditional fuels, such as wood and charcoal, account for 72 percent 
of Benin's total energy consumption. Imported petroleum products 
and imported hydropower from Ghana's Akosombo Dam cover remaining 
needs. In order to reduce reliance on these latter sources, the 
country is pursuing a joint project with Togo on the Mono River and 
looking towards utilization of its own crude oil from the offshore 
Seme fields. With initial export shipments underway this year and 
continued seismic explorations along its coast, petroleum represents 
a viable stimulant to Benin's economy. 


An improved political climate, greater receptivity to foreign 
investment, and closer US-Benin relations reflect a positive 
transitional phase with growing implications for US business. 
Trade, thus far, has been minimal, though increasing. Beninese 
imports from the US totalled $11.26 million in 1981, $24.5 million 
in 1982 and was composed mostly of used clothing, alcoholic 
beverages,and tobacco. The market is admittedly small here. 
Investment opportunities appear to exist in the potentially growing 
petroleum sector and in general economic infrastructure projects. 
However, given the relative newness of the investment code and the 
paucity of American business experience in Benin, potential 
investors should make specific inquiries and secure an update on the 


political and economic climate from the US Embassy in Cotonou before 
committing themselves. 


CENTRAL GOVERNMENT FINANCES 


Benin's central government budget has an operational and an 
investment component. Government officials expect the former's 
expenditures and revenue to be in equilibrium at 60.6 billion CFA 
($155.8 million) which represents an increase of over 20 percent 
from 1982. General education receives 23.7 percent of the total, 
national defense 17.2 percent,and economic transfers (comprises of 
diverse activities such as grants and subsidies to domestic 
enterprises) approximately one-tenth of all spending. Though rural 





development exacts only 5.8 percent, its portion is nearly one-fifth 
of the total investment budget; a sum reflective of its increased 
importance in Benin's development plans. 


Revenue collection levels depend heavily on import duties and tax 
revenues to cover expenditures--these revenues represent 48.2 
percent of the total followed by direct and indirect taxes (29.5 
percent). Given the stagnant 1983 trade conditions, especially 
across the tightened Nigerian border, and weakened public enterprise 
performances, it is unlikely that this year's budget will be in 
equilibrium. 


Public works and building construction, rural development projects 
and public administration attract the largest proportions of Benin's 
69.6 billion CFA ($178.9 million) investment budget and portray the 
country's need to concentrate on developing its economic 
infrastructure and improve the public management of its agricultural 
development. 


The external public debt outstanding for 1983 is a projected $537.4 
million (disbursed), or around one-half of total GDP. Heavy 
external borrowing during the past several years for the four major 
industrial investment projects is principally responsible for this 
amount. The 14.2 percent ratio of debt service payments to export 
earnings could hinder general economic recovery unless exports pick 


up. 
MONETARY DEVELOPMENTS 


Domestic internal credit expanded in 1982 to meet the needs of 
public enterprises financially strapped and undergoing structural 
reform, and private firms suddenly affected by Nigerian decisions to 
reduce imports into its weakened domestic economy. Internal credit 
jumped approximately 42 percent in 1982, compared to a decline of 
2.0 percent the year before. Difficult economic conditions in 1983 
point to a more restrictive policy as financial officials hesitate 
to continue to expand credit until the recovery reveals itself and 
loan repayments become more certain. 


The money and quasi-money supply rose an estimated 5.2 percent 
between 1981 and 1982 and will probably increase 26.4 percent in 
1983. With the consumer price index annual percentage increase up 
between 12-13.0 percent, the money increase could exacerbate the 
situation though overall domestic prices have remained fairly 
steady. However, several petroleum products' prices rose nearly 
one-third between 1981 and September 1982, and the recent dramatic 
further rise in the dollar vis-a-vis the CFA is making all imported 
products more expensive. 





BALANCE OF PAYMENTS AND TRADE 


Benin's balance of payments deteriorated in 1982 and is expected to 
remain in deficit in 1983. First, incoming foreign capital required 
to finance the four major industrial investments is tapering off as 
nonconcessional loan terms become stricter in the international 
market. In the 1972-78 period, average terms were at 3.0 percent 
interest, in 1979-80 they rose to 7.0 percent with shorter grace 
periods and earlier loan maturity dates. 


Second, Nigerian austerity measures to cope with its internal 
problems cut into Benin's once lucrative re-export trade of consumer 
goods. One projection is for exports to decrease 4.0 percent in 
1983. This could be offset, however, by improved export conditions 
for Beninese crude oil, cotton and an economic recovery in 
neighboring Nigeria. 


Hydrocarbon products, construction materials, and consumer 
goods(canned products, alcoholic beverages, and tobacco) for 
re-export constitute Benin's principal imports. Imports increased 
26.8 percent between 1981 and 1982. A weakened capacity to import 
in 1983 explains projections of this year's imports to drop between 
31.4 and 46.6 percent. Pessimistic government sources provided the 
latter figure. 


Total trade statistics reflect the marginal role of commerce with 
the US; though recent petroleum exports will change the relationship 
somewhat. Of total Beninese 1982 exports ($304.3 million) the US 
share was $1.4 million. Imports totalled approximately $590.35 
million, $24.5 million of which were American Goods. 


AGRICULTURE 


Benin's agricultural sector encompasses over half of the country's 
economically active population and is responsible for over 45 
percent of GDP and 55 percent of foreign exchange earnings (a figure 
likely to decrease as the petroleum sector develops). It is 
predominantly subsistence-oriented, with the principal food crops 
comprising 88 percent of all agricultural production. Industrial 
crops’; cotton, oil palm,and peanuts constitute the remaining 12 
percent. 


Yams and cassava, Benin's tuber food crops, are grown primarily in 
the central and northern provinces. From 1977-78 to 1980-81 the 
output of yams enjoyed a steady growth rate of 27.2 percent. 
Production in 1981-82 decreased 5.1 percent, from 701,800 tons to 
465,900 tons though an improvement is expected for this year. 





Cassava also suffered a fall in production betweeen the 1980-81 and 
1981-82 production years due in part to farmers switching to corn. 
The official price of corn rose 75 percent over a six-month period. 


Cereal production (corn, millet-sorghum, rice) decreased 3.4 percent 
each year between 1978-81, even though the total area cultivated 
expanded at an annual 1.3 percent rate. In 1981-82, corn output 
rose a modest 6.0 percent after two previous disappointing seasons, 
to 287,500 tons from 271,300 the year before. Good early crops in 
June and July 1983 is welcome news, given steady annual increases in 
domestic demand for this food crop. Another potential bright spot 
is in millet-sorghum production which enjoyed a regular average 
output rate of 64,925 tons over the 1979-82 period. Finally, rice 
has exhibited impressive declines in recent years; down from 1977's 
output of 18,400 tons to 8,900 tons in 1981-82. 


Difficulties for various reasoms such as erratic rainfall and 
enterprise management problems impaired production of oil palm and 
peanuts in recent years. Oil palm, quite sensitive to weather 
conditions, suffered two consecutive years of diminishing growth. 
In 1980-81, output dropped 23.3 percent to 52,700 tons before 
falling again to 49,400 tons the next year. Peanuts too, 
experienced problems in 1981-82 when farmers produced 51,500 tons. 
Efforts are underway to discover a peanut strain better suited to 
Benin's soil and climatic conditions. 


Recent successes in cotton growth rates in the Borgou and Atakora 
provinces paint quite a different picture. Production in 1981-82 
was so high--more than 23,300 tons above estimates--that much was 
wasted. Hopefully, improvements in mills and storage facilities 
will coincide in time for 1982-83's crop; expected to be in excess 
of 30,000 tons. 


Beninese officials recognize that if total agricultural output is to 
enjoy steady growth and meet the needs of its population, as well as 
its small developing industrial sector, certain changes must be 
made. First, improved management of scarce water is needed. 

Second, the transportation infrastructure must be improved. A World 
Bank appraisal report is underway to consider an $18.8 million 
project to strengthen and add to Benin's feeder road system. 

Finally, the government's regional rural development planning bodies 
require management upgrading if financing, distribution of resources, 
and marketing is to run more smoothly. 


Neither fisheries nor livestock presently cover Benin's growing 
domestic demand. National fish production has decreased annually, 





finally steadying at an annual average of 23,760 tons for the 
1979-82 period while imports averaged 7,130 tons. Efforts to 
improve artisanal fishing and increase output are underway in 
conjunction with the FAO. The government has made a concerted 
effort to improve the country's livestock position and current 
estimates for 1983 put production at 880,000 cattle, 1.1 million 
sheep, 1.0 million goats, 532,600 pigs,and 14.0 million units of 
poultry. If these estimates prove correct, livestock imports during 
1983 can be reduced. 


INDUSTRY 


Benin's industrial sector is characterized by the predominant and 
“not always effective role of the government in planning and 

financial management; the production of mostly consumer goods with 
little value added; and a strong dependence on agricultural 
production to supply the country's agroindustries (palm oil and 

fats, sugar, beverages,and food processing) with needed local inputs. 


Shortages of primary material hurt the oils and fats industry in the 
1979-81 period allowing the public enterprise SONICOG (Societe 
Nationale pour 1'Industrie des Corps Gras) to run its refineries at 
only 56 percent of total capacity. Production in 1980-81 totalled 
12,400 tons of palm oil, 13,700 tons of palm residue and 4,700 tons 
of soap. Sugar production and refining at the new project in Save 
suffered from similar problems. Output in 1983 is expected to reach 
15,000 tons or one-third of total capacity. Negotiations to arrange 
a marketing agreement with Nigeria--Benin's partner in the 
project--to boost future production and sales are taking place. 


Benin's breweries face demand in excess of their capacity to 

supply. In order to meet such promising needs, the parastatal, La 
Beninoise, was enlarged with the recent creation of Parakou's new 
brewery and a mineral water factory in Possotome. The Planning 
Ministry has begun to construct an additional brewery in Abomey. 
Officials expect production to double in 1983; from 8,884.1 thousand 
gallons of beverages and 4,655 tons of ice in 1981 to 16,460.7 
thousand gallons of beverages and 8,100 tons of ice. 


Unfortunately, textile output has not fostered as well. SOBETEX 
(Societe Beninoise des Textiles), which bleaches and designs African 
prints on imported fabrics, showed a turnover of approximately $21.9 
million in 1981-82 before experiencing a small downturn in 

business. Problems at the second firm, which is designed for export 
to the European market, forced its management to lay off 300-400 
workers. 





Cement and ceramics constitute Benin's output of construction 
material. Poor quality and financial problems make production of 
the latter product negligible. Cement output, on the contrary, 
experienced notable growth in the 1979-82 period; production 
capacity rose from 155,000 to 355,000 tons. Extremely low 1983 
demand, however, forced the closing of the new Onigbolo plant in 
May, though it is expected to re-open in September. 


ENERGY AND THE PETROLEUM SECTOR 


Traditional fuels, such as wood, supply 72 percent of Benin's total 
energy, imported petroleum products 24 percent, and imported 
hydropower (principally from Ghana's Akosombo Dam) 4 percent. A 
promising new development is in Benin's still young petroleum 
sector. This year marks the beginning of crude oil sales from the 
Seme offshore oil fields. By the end of 1983, three shipments 
totalling 939,000 barrels will have been completed. 


At present, daily production stands at 4,000 barrels with a 
potential to increase to 8-10,000 barrels. Reserves of 
approximately 22 million barrels are expected to last 5-10 years. 

To enhance Benin's production possibilities in hopes of both 
increasing sales and lowering its own oil import costs, the World 
Bank in conjunction with Saga Petroleum of Norway is conducting 
seismic explorations along the coast. Officials are optimistic that 
more fields can be discovered. 


COMMERCE AND TRANSPORTATION 


Commerce and transportation account for nearly 40 percent of gross 
domestic product. The general regional economic downturn, 
restructuring of public enterprise management, and more restrictive 
credit terms have reduced activity in these sectors. One estimate 
states tertiary sector's output to have decreased around 14 percent 
between 1981 and 1982. Re-exports of consumer goods to Nigeria--an 
integral part of Beninese commercial activities--suffered from 
Nigerian measures to tighten its borders and restrict imports of 
numerous commodities. 


The Port of Cotonou's traffic is another measure of decreasing 
transit commerce. Though an increase in total tonnage was recorded 
between 1980 and 1981 of 22.8 percent (from 953,039 to 1.17 million 
tons), Sahelian country economic difficulties and increased 
competition from Lome's port have affected total activity. Hopes 
are that the recent port extension will provide real benefits when 
the business climate improves. To facilitate transportation in the 





interior and add on to its paved road system and railway line which 
connects Cotonou to Parakou, a feeder road project is under 
examination by the World Bank. 


IMPLICATIONS FOR THE UNITED STATES 


The recent improvement in US-Beninese relations portends a potential 
similar development in the business field. As previously mentioned, 
Benin's imports of American goods increased from $11.26 to $24.5 
million between 1981 and 1982. US imports the latter year were 
modest at $1.4 million. With one crude oil shipment already in place in 
1983, this figure promises to change somewhat. It must be added 
that Beninese businessmen are increasingly interested in doing 
business with Americans. Given the relative paucity of previous 
commercial interactions between Americans and Beninese, it is 
recommended that American businessmen exercise caution and closely 
examine potential partners. Used clothing, tobacco products, 
cereals, capital equipment, canned goods, and various consumer items 
characterize current US imports and interest is growing in other 
areas as well. 


American investment in Benin has been limited, though with the 
proclamation of the New Investment Code in May 1982 the conditions 
and atmosphere have certainly been improved as Benin recognized the 
need for foreign investment in its economy. Interested US parties 
are encouraged to consult the investment code, the Embassy, and the 


1983-87 Development Plan to obtain detailed and up-to-date 
information on the nature of opportunities available. The Plan's 
priorities concentrate on projects in agriculture, basic 
construction-and industry. Tourism is another potential area of 
interest; as in the petroleum sector and the growing cotton 
agroindustry. 


In summary, conditions are improving for increased trade and 
investment. Nevertheless, given the transitional state of the 
economy as it attempts to recuperate along with its West African 
neighbors, and the relative newness of improved US-Beninese 
relations, caution is recommended on the part of American 
businessmen. It is advisable to contact the US Department of 
Commerce and the Embassy in Benin for the latest information on 
economic developments. 
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Th to th f 5 
Confused about Export The Export Administration Regulations, a 
es - i. r a inner oe ae ao rules control- 
Licensing Requirements? Ne anata 
requirements: 


e When is an export license necessary? 

e When is it not necessary? 

e How do | obtain an export license? 

e What policies are followed in consider- 
ing license applications? 

e How do | know when the policies 
change? 

e Are there restrictions on exports to cer- 
tain countries? 

e Are restrictive trade practices and boy- 
cotts prohibited? 

e Do! need a license to ship technical 
data? 

e Where can | obtain help? 


At no additional cost, subscribers receive 
supplementary Export Administration Bul- 
letins which explain recent policy changes 
and provide replacement pages to keep 
your set of regulations up-to-date. 


Use the order blank below to begin your sub- 
scription to the Export Administration Reg- 
ulations 


SUBSCRIPTION RATES 


In the United States $ 95.00 
To foreign countries $118.75 


All Bulletins sent first class to both 
foreign and domestic addresses. Air- 
mail service not available. 


a el 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
f Credit Card Orders Only 


Enclosed is $________—«O check, ew 
C money order, or charge to my Total charges $______—F ill in the boxes below. 


Deposit Account No. Credit 


Cee Geono. CLITTTITTITTt tT ttt) 
Expiration Date 
| ae Month/Year Land) 


Please send me set(s) of the U.S. Department of Commerce Export Administration Regulations For Office Use Only 
and supplementary Export Administration Bulletins for the publication period beginning October 1, 1983 tity Char 
Quant ges 


Name—First, Last Enclosed 


ee i To be mailed 
ompany name or additional address line Subscriptions 


Postage 
treet address Foreign handling 
MMOB 


ity tate ZIP Code — 


(or Country) 


BESTS Sses SRS ee a 


PLEASE PRINT OR TYPE 








